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SACRAMENTO UPDATE

Budget Conference Commitiee Begins

As expected, the Budget Conference Commitiee began iis deliberations on
June 2, 2004 to address the differences between the Senate and Assembly versions of
the Budget. in anticipation of the Conference Committee deliberations, the Legislative
Analyst's Office (LAQ) released an analysis of the major differences in the Senate and
Assembly versions of the budgset in comparison o the Governor's May Revision.
A copy of the LAG's analysis is atlached.

While the May Revision includes a $997 million reserve, the LAO indicates that the
Senate version of the FY 2004-05 budget spends the entire reserve plus $394 million,
and is out of balance by $1.4 billion in comparison to the May Revision. The difference
is primarily due to restorations of the May Revision's proposed reductions in social
services and employee compensation, various augmentations to higher education, and
extending and/or increasing loans from various special funds. The LAO indicates the
Assembly version alsc spends the entire reserve plus $744 million, and is out of
balance by $1.7 billion resulling from the same restorations included in the Senate
version. In addition, the Assembly rejected the Administration’s proposed pension
obligaticn bonds and punitive damage awards, and increased the use of economic
recovery bonds by $1 billion.

Many cuts to county programs and services proposed by Governor Schwarzenegger

in either January or May were restored by Budget Subcommittees in late May. Most of
these actions were not offset by reductions elsewhere. Therefore, there couid be
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significant changes to the Budget in the Conference Committee (and in Big Five
meetings) in order {0 ensure that the State Budget meets the Proposition 58 balanced
budget requirement. Some of the Conference Commiittee items of County interest
include:

TANF Probation: the Senate and Assembly both restored General Funds for
juvenile probation previously funded with TANF, but the Senate added these
funds to the Board of Corrections;

Statewide Fingerprint imaging System (SFIS): the Assembly adopted language
to eliminate the SFIS funding and the requirement that CalWORKs and Food
Stamps applicants be fingerprinted, but the Senate did not;

Chitd Support Penalty: the Senate rejected language that would require counties
to pay 25 perceni of the federal penalty, but the Assembly did not;

Food Stamp Eligibility: the Assembly adopted language allowing persons with
felony convictions for possession or use of drugs to qualify for Food Stamp
benefits, but the Senate did not;

Booking Fee Subventions: the Assembly funded this ilem with $20 miliion and
the Senate with $1,000 in lieu of the regular continuous appropriation of about
$38 million; and

Juvenile Justice Reform: the Senate required the Board of Corrections o submit
a detailed plan for how $500,00C will be used to develop a Juvenile
Justice/California Youth Authority reform, but the Assembly did not.

We will continue to keep vou advised.
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LAz, 2004-05 General Fund Condition—
s —my  May Revision and Assembly

60 YEARS GF SERVICE

{in Miliions}

Goverrior's Budget  Assembly
{May Revisian} Yerslon Difference

Prigr-year fund halancs §2.818 £7914 38
Hevenues and transfers 76,688 75 991 BT R

Total resources available $79,508 $78,906 .$598
Expendifres 71578 7a721 1,143
Ending fund balance $1,926 . $185 -31,744

Encumbances 520 929 —

. Reserve

E Reserve. The Assembly version resulls in a 2004-05 year-end
deficit of $744 million, which is $1.7 bidlion tess than the $997
million positive reserve included in the May Revision.

E Revenues. The Assembly version assumes {otal revenues and
transfers of $76 billion in 2004-05, which is $637 million less
than the May Revision. Most of the difference s ralated 1o the
revenue-side impacts of the Assembly’s rejection of the
adminisiration’s proposed pension obligation bond.

E Expenditures. The Assembly's General Fund expenditure lotal
is $78.7 billien in 2004-05, which is $1.1 billion more than the
May Revision. The nel increase is related {o the restoralion of
the administration’s proposed reductions in socia! services and
employee compensation, and various increases in higher edu-
cation. in addition, the Assembly reiected the proposals related
to pension obligation bonds and punifive damage awards, The
Assembly version assumes a $1 billion increase in the use of
economic recovery bonds.

LEGISLATIVE ANALYSYT 'S QFFICE i
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L AO i 2004-05 General Fund Condition—
S May Revision and Senate

€0 YEARS OF SERVQ(‘E

{in Millions}
Govemos's Budget Senate
. {May Revision) Version Differencs
Praryear fund balance : $2,816 $2.881 - 345
Revenues and transfers’ ‘ 76,688 76,761 13
Total resources available $79,504 $79,622 118
Exponditures - 77.578 73,6808 1510
Ending fund Balance $1.926 . I534 -$1.392
Encumbfam . 928 929

Reserve!

;
! :
M Reserve, The Senate version resulis in a 2004-05 year-end

deficit of $394 milfion, which is $1.4 billion less than the

) $99? million: ‘positive reserve total in the May Revssncﬂ
[

: E Revenues.?he Senate version assumes total revenues and
transfers of $76.8 billion in 2004-05, which is $73 million more
than the May Revision. The difference is largely related to Sen-
ate actions extending and/or increasing loans from various
special funds.

E Expenditures. The Senate’s expenditure total is $79.1 billion,
which is $1.5 billion more than the May Revision. The increase
is largely related to restorations of the May Revision's proposed
reductions in social services and employee compensation and
various augmentations to higher education.
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Major Differe

May 28, 2004

nces From May Revision

B R R e e S s ST
{in Millicns)
Senate Asgembly
Program Area Anaoune® Description Amouat? Descriptioa
Higher Educalion $603  « Reduced los creases, provided $580 =~ Reduced fes Incraases,
incroases for inflation and enroliment. provided increases for Riation
= Added funds ki oulreach and sludent and encollment
aid. = Added funds for outreach and
o studant akd.
Social Services 30« festored gmnt reduchion and COLA 857 = Restored grani reduction and
syspensions. COLA suspensions.
= Added CafWORAKs funds far + Added CalWORKs funds for
employmarnt services. amployment sarvices.
» Aejectad wage reduction for IHSS, = Repiaced TANE funding for
« Hecognized fedars] authorizalion to uvenile probation with Ganesl
deler child suppont aviomation penalty Fund {Senain added thesa
untf 2005-06 funds to Board of Corrections),
= Hgected wags reduction for
HSS.
= Hacogired fedoral autharization
& defer child suppont atiomation
penalty urdil 200506, )
Ermpioyes Compensation 464 » Fejecled May Davision savings 464 = Hejecied May Revislon savings
praposal, praposat .
Youlth and Adult Corrections 14 » Adopted most non-compansation -281 = Fejected various May Revision
roiated May Revision savings. proposals.
= Adaptest additional savings of = Adopled unaliocated reduction
‘$128 million rolated to changes in of $477 mdlian.
sentencing kv,
« Heplaced TANF funding for inverdle
prabation with General Fund,
¥riai Court Funding 10« Adopled May Bevision proposed 2« Rejecied May Revision
$99 milfion augmentation. proposed avgmeniation ior Tral
Caourt Funding. |
Punitive Damagss ~— = Accepied May Revision propossl. 480« Hajaciad May Revision
proposal.
Coatlnued

Total difforencs by program area from May Revision (Schedule §).
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LAOs

Major Differences From

May 28, 2004

May Revision (Conftinued)

S S
{Irs Mitiions}
Sehate Assembly
Frogrem Araa Amaunt? Description Amgunt® Descrption
K-12 Education 87« Samelovel of Praposition 98 funding $44  « Sametevel of Proposiion 98|
as May Revision, funding as May Fevision.
= Hejectsd May Havision proposals = Rejecled May Rovision
ralated to categorical funding, child propasats related fo categorical
case reform, and equalization. funding, and child care raform.
= Added funding for untversal
o - preschool.
Health -41 « Modest changes. : 28 & Modestchanges.
Pensinn Obligation Bends — & Accopted administration proposal. 383« Aejected administration
proposal, replaced with
%1 hillion ia addiional economic
recovery bond proceeds (500
. reverues for addiional impacy). |
Economic Recovery Boods — e Accapted May Bevision proposal. 10600 o increased size of bond by
‘ %1 hiflion.
= Proeeeds ysad {o oifsat GF
SXpRngss in 2004 05,
200405 Revenues and Teansfers 78 = Addsional foans and bansiers. 63 - Rejected pension bond

]

{-5576 millors).

faducad child support penalfies
from counfies iper fedecl
authorization—sea Social
Sevices).

Tuial differenice by program area from May Revislon (Schedule 8},
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